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Pursuant to A.A.C. R14-3-110(B), Valle Vista Property Owners Association
(“VVPOA”) submits the following Exceptions in the above referenced matter.

INTRODUCTION

VVPOA appreciates the Administrative Law Judge’s well-reasoned conclusions
and recommendations included in the Recommended Opinion and Order (“ROQO”), and
urges the Arizona Corporation Commission to adopt the water rates included therein. The
evidence presented in these consolidated proceeding demonstrate that Truxton Canyon
Water Company (“Truxton”) has failed to: (i) abide by a previously Stipulated
Agreement, and subsequent Commission order, regarding the transfer of water utility
assets from the Claude K. Neal Family Trust (“Trust”) to Truxton, (ii) establish any rate
base value for these Trust assets to support an increase in rates and charges, and (iii)
support its request to obtain financing approval for the construction of arsenic treatment
facilities in the amount of $419,208, and $1.4 million to acquire the Trust assets.

While the ROO provides an excellent overview about the state of affairs with
Truxton, and the several challenges VVPOA has endured in trying to maintain reliable
water utility service, there are two specific recommendations that the Commission should
adopt to ensure that VVPOA and other customers are paying just and reasonable rates; (1)
incorporating the true-up provisions of Decision No. 72724 (January 6, 2012), when the
Commission authorized an interim commodity rate of $1.45 per 1,000 gallons, and
interim base monthly rates by meter size, and (ii) revise the third ordering paragraph to
make new rates effective immediately. Clearly, rate reductions for VVPOA and other
customers should not be held hostage to Truxton’s ability to comply with — and
demonstrate — regulatory compliance. Finally, VVPOA asserts that the Commission
should adopt Staff’s recommendation concerning the allocation of arsenic treatment

facility cost/surcharge of 6.2% to VVPOA.
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DISCUSSION

1. All Customers, Including VVPOA, Should Receive a Refund, or Credits
Against Existing and Future Monthly Water Bills.

In the concurrent Order to Show Cause Proceeding, the Commission established an
interim commodity rate of $1.45 per 1,000 gallons, as well as base monthly rates by meter
size, beginning in January 2012.! However, the interim rate is subject to refund, as
recommended by Commission Staff, and that “All monies collected through the interim
tariff will be subject to true up in the Company’s currently pending rate case.” Finally,
the Commission required VVPOA to submit a $20,000 security deposit in 2012 for
continued water service, which Truxton still has not refunded though required to by
Decision No. 72724.

Since January 2012, VVPOA has paid Truxton approximately $544,000 in total
water commodity charges. A chart detailing VVPOA’s monthly usage, and relevant
charges, is attached hereto as Exhibit 1. As noted in the chart, had VVPOA been paying a
$1.20 per 1,000 gallons commodity charge, as well as the reduced base monthly fees and
charges recommended in the ROO, the association would have saved approximately
$105,688.93.2 VVPOA asserts that in order to comply with the provisions of Decision
No. 72724, the Commission should adopt an amendment to the ROO that requires
Tfuxton to “true-up” customer accounts for overcharges since 2012, in the form of
monetary refunds or bill credits.

In addition, Truxton should be ordered to immediately refund VVPOA $40,000 in

existing security deposits. Despite a requirement in Decision No. 72724 to refund the

' Docket No. W-02168A-10-0247. Decision No. 72724. There is an error in the ROO at Page 34, lines 13-14,
which states that the rates and charges currently in effect were established in Decision No. 63713 (June 6, 2001).

? This price difference does not include the difference in taxes paid versus what VVPOA would have paid for a lower
overall bill.
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initial $20,000 security deposit as a credit to VVPOA’s August 2012 water bill in the
absence of any late payments since January 2012, Truxton has not provided any such
credit . Furthermore, in anticipation of a rate increase, VVPOA provided Truxton another
$20,000 deposit on February 12, 2012. VVPOA asserts that Truxton should immediately
refund the $40,000 in existing security deposit owed to VVPOA pursuant to Decision No.
72724.

VVPOA'’s operating expenses are funded through member assessments (who are
also customers of Truxton), and the interim rates combined with security deposit
requirements has created an extreme hardship on the organization. VVPOA’s is
encouraged by the recommended rates and charges included in the ROO, and their
adoption will significantly improve the economic hardship the organization currently
faces. Provisions concerning the true-up mandated by Decision No. 72724, as well as the
security deposit refund, is in the public interest and should be adopted. However, because
the amount of true-up for all customers is likely to be substantial, coupled with the need
for Truxton to maintain sufficient cash flow to maintain operations, the company should
be required to file a plan of administration — subject to further Commission approval —
that will implement a bill credit program for customers by February 1, 2015. A proposed
amendment incorporating the provisions addressed in this section is attached hereto as
Exhibit 2 for consideration.

2. New Rates Should Go Into Effect Immediately.

Currently, the third ordering paragraph states that new rates will not go into effect
until the first month after Truxton has filed documentation — in a manner acceptable to
Staff — demonstrating compliance with ADEQ requirements for monitoring Chlorine
residual and nitrates on the water system. VVPOA understands that in most instances,
water utilities are incented to make compliance filings so that a rate increase can go into

effect. However, in the event the rates adopted by the Commission represent a rate
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decrease — which is the case in this proceeding if the ROO is approved — the new rates
and charges should immediately go into effect.

As demonstrated by the evidence in this proceeding, Truxton has a history of non-
compliance issues with the Commission and ADEQ. If Truxton is dissatisfied with the
rates adopted as a result of this proceeding, it can merely choose to ignore the compliance
requirement so that the decrease will never take effect. Clearly, VVPOA and other
customers should not be denied just and reasonable rates based on the actions, or inaction,
of Truxton. VVPOA proposes that the Commission replace the third ordering paragraph
with “The rates and charges approved herein shall become effective as of the date of this

Decision.”

3. The Commission Should Adopt Staff’s Recommended 6.2% Cost Allocation
for Arsenic Treatment Facilities to VVPOA.

Although VVPOA uses only non-potable water for its golf course operations, the
association acknowledges that potable water rates may include charges for the cost of
arsenic treatment facilities. VVPOA believes that such facilities will benefit Truxton’s
residential customers. Moreover, the ability of VVPOA’s membership to grow via new
residents is tied directly to the issue of compliance with EPA/ADEQ arsenic standards.
Currently, ADEQ has been denying applicatiorjs for new connections in the Valle Vista
subdivision because of Truxton’s non-compliance. Therefore, some form of treatment is
necessary in order to provide safe drinking water, and accommodate growth.

In arriving at its recommendation of 6.2% to VVPOA, Staff allocated the cost
associated with the arsenic treatment facilities using customer equivalents. Using the
6.2% figure, VVPOA will be responsible for approximately $16,107. By contrast, the
ALJ has proposed to allocate 36.9% of the cost to VVPOA using a calculation that
incorporates customer equivalents (6.2%) with a 67.6 percent volumetric rate (percentage

of water used vis-a-vis all other customers) divided by 2. While the basis for this
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calculation is unclear, the result is; an increase to $95,866 (approximately $80,000 more
than recommended by Staff). Considering that VVPOA does not require treated water for
irrigation purposes, the association asserts that such a high allocation of costs to VVPOA
is excessive, and not supported by the evidence presented at hearing,. |

CONCLUSION

VVPOA has been waiting approximately three years for rate relief. The proposed
rates and charges included in the ROO provides VVPOA and other customers just and
reasonable rates, and should be adopted. These rate reductions should be implemented
immediately, along with the true-up required by Decision No. 72724. The only other
change VVPOA would make to the ROO is to adopt Staff’s cost allocation of 6.2% to
VVPOA for the cost of arsenic treatment facilities. VVPOA strongly encourages the
Commission to adopt the amendments proposed herein, and adopt the remainder of the
ROQO as in the public interest.

RESPECTFULLY SUBMITTED this 30" day of October, 2014.

FENNEMORE CRAIG

Patrick J. Biack -
2394 E. Camelback Road, Sulte 600
Phoenix, Arizona 85016- 3429

Attorneys for Valle Vista Property Owners
Association, Inc.
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Exhibit 2

PROPOSED AMENDMENT NO. 1

At Page 34, delete lines 13-14 and replace with:

“Truxton is currently operating under interim rates and charges established in Decision
No. 72724 (January 6, 2012).”

At Page 50, line 23, insert:
“E.  True-U

180. In Decision No. 72724, the Commission established interim rates and charges that
were subject to true-up at the conclusion of the rate case proceeding. In light of the new
rates and charges established herein, it is reasonable to require Truxton to calculate the
amount of monies owed to all customers, including VVPOA, based on the interim rates
and charges established in Decision No. 72724.

181. In Decision No. 72724, the Commission required VVPOA to provide Truxton
with a $20,000 security deposit, to be refunded by way of a bill credit to VVPOA’s
August 2012 water bill if all monthly payments to date had been timely paid. VVPOA
provided Truxton with two $20,000 deposits on December 27, 2011 and February 14,
2012. Despite making timely payments from January through August of 2012, Truxton
failed to refund any portion of the $40,000 security deposit via required bill credits.
VVPOA has paid its water bill in a timely manner since 2012. Therefore, it is reasonable
under Decision No. 72724 and the Arizona Administrative Code to require Truxton to
make an immediate refund of VVPOA’s security deposit in the amount of $40,000, plus
interest as required by our rules.”

At Page 60, line 21, insert:

“IT IS FURTHER ORDERED that Truxton shall prepare a report detailing the amount of
bill credits each customer will receive as a result of the true-up provisions required in Decision
No. 72724. Because the amount of bill credits is likely to be substantial and affect the cash flow
needed to operate and maintain water service, we will require Truxton to submit to Staff a
proposed Plan of Administration, which Staff may amend before submitting the plan for our
approval. The Plan of Administration must be in place, with customers receiving bill credits, by
February 1, 2015.

IT IS FURTHER ORDERED that Truxton shall provide an immediate refund of

VVPOA’s $40,000 security deposit, plus required interest, within thirty (30) days of this
Decision.”

All other conforming changes.




